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Shri Arun Jaitley 
Hon’ble Minister of Finance 
Government of India 
New Delhi 110 011 


Subject: Implementation of the Directive issued by the Reserve Bank of India on 
April 6, 2018 


Hon’ble Minister Jaitley: 


On behalf of our members we want to take this opportunity to thank you for meeting 
with us on the October 5, 2018. Your guidance and insight on Directive issued by the 
RBI on April 6, 2018 has been of crucial importance to our members, and we look 
forward to continuing our strategic engagement with you in the days to come I am 
writing today to apprise you on the developments that have occurred since our meeting. 


Immediately post our meeting on October 5,2018, the RBI invited our payment systems 
members for a meeting on October 10, 2018 in Mumbai. While the purpose of the 
meeting as we understand was to review the status of compliance, our members who 
were represented by senior business management were blindsided by the technical 
tonality of the meeting. Moreover, the proceedings were not in the spirt of the invitation, 
where our members were looking for an open and transparent consultation on the matter 
were informed of the strong unwavering position of the RBI on the matter. The 
outcomes of the meeting, and moreover the lack of process and transparency, have 
raised some deep concern on the Indian investment environment for foreign investors 
who are closely following this issue. 


Through this letter, the Forum hopes to place on record and bring to your attention some 
ot the industry concerns raised during the meeting held by the RBI with payment 
sennce providers on October 10, 2018 and also highlight the challenges around the 
October 15, 2018 deadline specified by the RBI for compliance with data localization 
requirements mandating storage of all payment system data only in India. 

Our four key concerns are outlined as follows: 
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1. Technical Input : 

a. This meeting was attended only by the senior management of several 
global payment system providers that operate in India. Representation of 
each provider was restricted by the RBI specifically to no more than two 
participants from each company. Further participants were not informed in 
advance of the agenda of the meeting. The RBI, in the course of the 
meeting, placed great reliance on technical inputs provided by iSPIRT 
which was represented by four officials rather than the one or two persons 
mandated for all other companies present. iSPIRT is a private association 
which is not a stakeholder in this consultation process. It must be noted 
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that is neither empaneled by the RBI, nor an official technical advisor to 
the government or the regulator. The presence of such a party in the 
meeting may constitute as a conflict interest, especially when they were 
asked by the RBI during the course of the meeting to provide technical 
expertise to companies on compliance to this directive. 

b. Given that most payment service providers were represented by their 
business heads, with no appropriate representatives from their technology 
teams present, they were unable to impress upon the RBI the enormity of 
the technical challenges that the localization directive entails. 
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c. We must also put on record that the RBI read selective text of the bi- 
weekly compliance updates that companies were providing to them since 
this Directive was announced in April before the full group. These inputs 
are confidential and shared between an RBI regulated entity and the 
regulator with the understanding that they would not be shared publicly, 
and especially not among commercial competitors. 

2. Extent of Compl iance : 
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a. At the meeting, participants were given to understand by the RBI that 62 

1 out of 78 Payment service providers are in compliance with the Directive. 

This figure is however unrepresentative of the difficulties faced by global 
payment service providers, most significantly affected by this directive, 
i.e. companies which have substantial business operations outside India. 
Nearly all the companies which are in conformity with the directive have 
primarily local operations, with their attendant storage systems and 
architecture contained entirely within the country. These companies are 
not affected in any significant capacity by the localization directive. 

b. We submit that to take such companies as being indicative of the 
feasibility of compliance is misleading and does not account for the 
complexities faced by companies with significant worldwide presence. 

3. Extension of Deadline - 

a. Data localization, as is mandated by the RBI in its current form or via any 
other variant of the same necessitates significant changes to the 
applications, processes and systems architecture of payment service 
providers. Significant operational changes are required to put in place the 
facilities required for transmission, processing and storage of the data of 
over [550 million Indian customers], which requires much more time than 
the 6 months granted by the RBI (from April 6,2018 until October 15, 


b. These concerns had been raised in an earlier meeting convened Mr. 
Subhash C. Garg, Secretary -DEA [a detailed record of discussion (ROD) 
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of the meeting was released subsequently], with the conclusion that 
companies seeking to comply with the directive would require at least 12 
months of time to ensure compliance. We would humbly request that the 
October 15 deadline be extended for a period of 12 months, so as to allow 
companies to accomplish this transition without affecting consumer 
experience and service reliability. 

4. Risk of D isruptions to Digital Payments 


£. II companies are mandated to comply with the deadline as is currently 
env.s.oned (i.e. by October 15, 2018) without sufficient time to adequately 
address the implementation and execution risks involved, there could be 
significant disruption to customer usage of payment services with 
potential interruptions in service leading to loss of customer trust and 
reliability in digital payments. 


b. The direct impact could be customers switching to cash as a default 
payment method. This is directly counterproductive to the mandate of the 
Government in transitioning to cashless transactions and the digitization of 
the economy and will adversely impact the continued efforts it has made to 
encourage the growth of the payment services sector, 
t is to ensure the continued reliability and ease of access of the Indian payments 
ecwystem that we ask for your consideration of the aforementioned challenges, and 
request to meet with you to seek your further guidance on the subject. 

Thaik you for your continued support of the industry. 

Sincerely, 


Dr. Mufesh Aghi 
President& CEO 
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